ITEM 


REPORT FROM BUDGET & TREASURY OFFICE 
REPORT ON DRAFT ANNUAL BUDGET 2020/2021 
PURPOSE 

The purpose for this report is to seek approval by Council for 2020/2021 draft Annual 
budget and related policies (including tariff structure). 

BACKGROUND 

In terms of section 16 of MFMA, 

(1) The Council of a municipality must for each financial year approve an annual 

Budget for the municipality before the start of that financial year. 

(2) In order for a municipality to comply with subsection (1), the mayor of the 
Municipality must table the annual budget at a council meeting at least 90 days 
before the start of the budget year. 

DISCUSSION 

The budget is prepared to meet the Integrated Development Plan priorities as well as the 
strategic objectives of the Molemole Municipality. The Departments have been consulted 
to enhance the production of a credible balance budget. The limited funds 
available for the I DP priorities and strategic objectives, leads to the Departments having 
to prioritize in line with the agreed strategies as informed by the Strategic Planning that 
took place from 16 to 18 March 2020 .The I DP, as informed by the agreed strategies, 
is available and enhances alignment with the budget. New municipal budget and reporting 
regulations (MBRR) were promulgated on 17 April 2009 as per Government Gazette no. 
32141. As part of the new regulations a totally new format is also prescribed in which 
Municipalities must submit the budget for adoption and/or approval. As Molemole 
complied with the new format. 

Attached are the following documentations: 

- Tables and Supporting Tables as prescribed. 

The annual budget makes provision for all the functions and responsibilities of the 
Molemole Municipality as provided for in the 2020/2021 financial year. 



The following is a concise summary of the Annual Budget for the 2020/2021 
financial year: 


DESCRIPTION 

Original 

Budget 

2019/20 

Approved 

Adjustment 

Budget 

2019/20 

Draft Annual 
Budget 

2020/21 

Draft 

Annual 

Budget 

2021/22 

Draft 

Annual 

Budget 

2022/23 

SUB TOTAL : 
TRANSFERS & 
SUBSIDIES 

(181,299,010) 

(191,025,010) 

(205,424,000) 

(205,968,000) 

(216,243,000) 

TOTAL OWN 
REVENUE 

(79,690,823) 

(75,532,626) 

(77,069,504) 

(81,317,276) 

(88,353,234) 







TOTAL INCOME 

(260,989,833) 

(266,557,636) 

(282,493,504) 

(287,285,276) 

(304,596,234) 







TOTAL : 
EXPENDITURE 

205,548,562 

212,252,851 

220,894,154 

231,434,226 

244,004,674 







SUB-TOTAL 

CAPITAL 

ACQUISTIONS 

55,441,271 

54,304,785 

61,599,350 

55,851,050 

60,591,560 







TOTAL MUNICIPAL 
BUDGET 

260,989,833 

266,557,636 

282,493,504 

287,285,276 

304,596,234 







SUPLUS/DEFICIT 

- 

- 

- 

- 

- 


2.1 Property rates 

An amount of R20, 751,680.00 is expected to be collected from Government, businesses 
and residential properties. 


2.2 Service charges 

The main components of revenue from service charges are sale of electricity 
R9, 971,703.00 and Refuse removal of R2, 391,312.00 


2.3 Rent of facilities and equipment 

Expected revenue for 2020/2021 amounts to R244, 462.00 from rental of buildings. 




2.4 Interest earned 

This source of revenue refers to interest earned on the investment to the amount of 
R2, 215,488.00 and the R794, 926.00 be earned from outstanding debtors. 


2.5 Transfers recognized - operational 

Bulk from this source is from equitable share of R150, 787,000.00, R2, 400,000.00 from 
Financial Management Grant, R1, 746,650.00 from MIG allocation for project Management 
Unit which is 5% of the allocation and R1, 304,000.00 for Expanded Public Works Programme. 


2.6 Agency Services 

Commission on water amounts to R421, 695.00 and sanitation amounts to R272, 922.00. 


2.7 Other own revenue 

Other revenue amounts to R38, 682,661.00 million and consists of the following main 
Elements: 

- Traffic fines R1,254,007.00 

- Licensing and Registration R7, 383,452.00 

- Other operating revenue R26, 426,671.00 (Sale of stands and investments) 

2.8 Transfers recognized - capital 

An amount of R33,186,350.00 million which is for MIG 2020/ 2021 allocation from 
National Government, R3,000,000.00 for EF&DSMG and R13,000,000.00 for INEP and 
the total allocation for capital grants is R49,186,350.00. 

3. OPERATING EXPENDITURE 

Operating expenditure amounts to R220, 894,154.00 million and is contained in Table A4 
(Budgeted Financial Performance) and supported by information in Supporting Table 
SA1. 

3.1 Employee related costs 

The following were taken into consideration 

Provisional annual allowance increase of 6.25% for municipal staff as per three year wage 
agreement and same percentage was used to increase salaries for Councilors and 
Section 57 senior managers. 

Total Employee/Councilors related costs amounts to R113, 175,393.00 million which 
represents 52% of total operating expenditure. The main components associated with 
personnel costs are contained in Supporting Table SA1. 



3.2 Remuneration of Councilors 

Provision of R15.010, 251.00 is made for councilor allowances. 


3.3 Debt impairment 

Debt impairment relates to the provision for working capital for an amount of 
R6, 103,294.00 

3.4 Depreciation 

Provision for depreciation for the 2020/2021 financial year amounts to R15, 818,385.00 
million and makes provision for current assets, assets to be purchased. 

3.5 Bulk purchase of Electricity 

A provision of R8, 937,708.00 was made. 

3.6 Contracted Services 

An amount of R30, 390,734.00 was made available for 2020/2021 financial year. 

3.7 Other general expenditure 

Other general expenditure amounts to R46, 222,163.00 million and represents 21% of 
Total operating expenditure for the 2020/2021 financial year. Detailed information 
On other general expenditure is provided in Supporting Table SA1. 


4.1 Capital expenditure 
CAPEX PER DEPARTMENTS 


TYPE 

BUDGET 2020/2021 

CORPORATE SERVICES 

2,953,000.00 

MUNICIPAL MANAGER'S OFFICE 

950,000.00 

BUDGET AND TREASURY 

350,000.00 

COMMUNITY SERVICES 

300,000.00 

TECHNICAL SERVICES 

56,846,350.00 

TOTAL CAPEX PER DEPARTMENTS 

61,599,350.00 









CAPEX PER SOURCE FUNDING 


TYPE 

BUDGET 2020/2021 

% 

CAPEX 

Own Funding 

12,413,000.00 

20 

Grants And 

Subsidies Funding 

49,186,350.00 

80 

TOTAL FINDING 

61,599,350.00 

100 


RECOMMENDATION 

Council to approve the 2020/2021 draft budget and related policies (including tariff 
structure). 




